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ANNUAL REPORT TO STOCKHOLDERS 


THE STORY IN BRIEF 


Net Sales. 

Net Profits. 

Profits per Share. 

Dividends Paid per Share. 

Dividends Paid. 

Number of Stockholders. 

Number of Employe Stockholders (not including Profit Sharing 
holdings). 

Working Capital. 

Total Net Worth (Capital plus Surplus). 

Customers’ Installment Accounts Outstanding. 

Inventories. 

Commitments for Merchandise 1/31/40-39. 

Notes Payable. 

Total Payroll. 

Tax Burden. 

Taxes per §100 Sales. 

Depreciation Charged. 

Total Depreciation Reserve. 

Total Other Reserves. 

Total Capital Expenditures. 

Retail Stores operating on 1/31/40-39. 

Mail Order Plants operating on 1/31/40-39. 

Contribution to Profit Sharing Fund. 

Shares of Stock owned by Savings and Profit Sharing Pension 
Fund of Sears’ Employes. 

Total Members of Fund on 1/31/40-39. 

Average number of Regular Employes. 

Average number of Extra Employes. 


1939 

§617,414,266 

37,255,274 

6.60 

4.25 

23,876,712 

52,668 

5,745 

§164,261,661 

262,546,037 

77,957,220 

112,584,216 

113,305,517 

6 , 200,000 

96,088,000 

18,818,983 

3.02 

8,406,736 

66,702,416 

27,912,624 

11,671,361 

524 

10 

§ 3,013,435 

639,183 

40,174 

57,029 

15,317 


1938 

§501,676,644 

23,354,364 

4.18 

3.00 

16,653,875 

50,726 

5,102 

§144,373,083 

242,920,904 

54,331,743 

94,857,019 

80,057,656 

78,171,000 

13,271,534 

2.65 

8,186,432 

61,331,730 

22,065,096 

7,596,402 

496 

10 

§ 1,535,493 

580,602 

38,061 

50,570 

10,798 
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ANNUAL 


REPORT 


T O 


STOCKHOLDERS 


To the Stockholders of Sears^ Roebuck and Co.: 

To you, the owners of this business, the Company’s annual report for the fiscal year 1939 is here¬ 
with submitted. ^ 

This report includes: 

Sears, Roebuck and Co.’s figure history for its fiscal year 1939 which embraces: the “Consolidated 
Income Account,” the “Consolidated Balance Sheet” and the “Consolidated Surplus Account,” certified 
by the independent auditors, R. G. Rankin & Co., along with a brief discussion of various items as shown 
in the statements. 

A re-definition of certain basic policies which determine the administration of Company activities. 

^ 4c 


Sales, Profits: 

Sears, Roebuck and Co. in 1939 experienced its most successful year. 

The Company’s net sales of $617,414,266 were 23 per cent larger than the sales for 1938 and 15 per 
cent larger than the previous record volume of $537,242,403 in 1937. 

The net profits were likewise the best in our history. They totaled $37,255,274 which compares 
with the previous profit record of $30,828,248 in 1937. 

Profits were $6.60 per share as compared with $4.18 per share in 1938. 

Our volume performance undoubtedly may be attributed in considerable degree to the improved 
economic conditions which prevailed during the year. Yet this is not the entire story. The more liberal 
time payment policy effective during 1939 — which will be discussed later in greater detail — was a 
factor. Unquestionably, a goodly proportion of the improvement resulted from the development work 
of the last several years. 

Stockholders received in dividends a total of $23,876,712. This sum comprised the regular quarterly 
dividends of 75 cents per share, plus an extra dividend of $1.25 per share which was paid on December 11. 
The total dividend disbursements for the year 1939 amounted to $4.25 per share. 

There are certain outside companies in which Sears, Roebuck and Co. has an investment representing 
SO per cent ownership or less. Sears’ investment in such companies totals $7,632,700. Sears’ share of the 
earnings of these companies is not wholly reflected in the income of this Company which includes only 
actual dividends received. Sears’ proportion of the accumulated undivided profits of these companies 
amounts to $2,977,400. Of this undivided profit total, $679,518 represents 1939 profits. 

Working Capital, Commitments, Inventories: 

Working capital increased from $144,373,083 on January 31, 1939 to $164,261,661 on January 31, 
1940, or $19,888,578. 

Sears’ commitments for future deliveries of merchandise as of January 31, 1940 were $113,305,517 
as compared with $80,057,656 on January 31,1939 and this amount is, in our judgment, justified by the 
Company’s current sales volume and by the prevailing national and world conditions. 

Total inventories on hand at the close or the fiscal year were $112,584,216, a $17,727,197 increase 
over the closing inventories a year ago. This inventory is scaled to our current sales and to present 
economic conditions. 

The inventory is valued at either cost or market price whichever was lower on January 31. The 
extent of the inventory verifications is given in the independent auditors’ certificate which is appended 
to the Consolidated Balance Sheet. 
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Taxes: 

Stockholders should keep mformed concerning the tax load carried by the Company because this 
is a vital consideration in the conduct of the business. I should like to call attention particularly to the 
history of tax payments made by Sears, Roebuck and Co. during the last three years: 


Company Tax Burden 

Additional taxes collected 
for state and Federal 
governments from custom¬ 
ers and employes — such 
as Sales and Social Security 
Taxes 

Year 

Taxes— 
Federal, 
state and 
local 

Per cent 
of tax bur¬ 
den to earn¬ 
ings before 
taxes 

Tax bur¬ 
den per 
share of 
stock 

Tax bur¬ 
den per 
employe 

Tax bur¬ 
den per 
^100 of 
net sales 

1937 

$13,801,258 

30.9% 

$2.51 

S210 

$2.57 

$5,520,744 

1938 

13,271,534 

36.2 

2.39 

’217 

2.65 

5,751,729 

1939 

18,818,983 

33.6 

3.33 

260 

3.02 

7,180,536 


All claims pertaining to Federal Income Tax liability up to January 31, 1937 were adjusted during 
the year. 


Capital Expenditures and Depreciation: 

The 1939 depreciation charges of $8,406,736 were $220,304 more than those of 1938. The capital 
investment in 288 of our retail stores has now been entirely written off although all of these stores are 
fully equipped- Leasehold improvements are being quickly amortized. Original investment of $31,400,000 
in retail store fixtures and equipment has been written down to $6,416,945. Following our usual policy 
our provisions for depreciation and write-offs continue to be substantially larger than are required by 
the Federal Government Income Tax Regulations. 

During 1939, two large department stores known within the Sears organization as “A” stores were 
built and placed in operation. One was erected in the Pico section of Los Angeles, Calif., the other was 
built in Houston, Texas. The latter supplanted a similar store which was opened in 1929 and which 
hereafter will be used to furnish warehouse facilities for stores in that section of the country, and also as 
a mail order warehouse for south Texas. Three “A’^ stores were enlarged and thirteen were modernized. 
Twenty-eight units of the small store type known as “B” stores were opened. One was closed. Fifty- 
three modernized, relocated and enlarged. 

There was a total of 524 retail stores in operation on January 31, 1940, as compared with 496 on 
January 31, 1939. Capital expenditures for retail store expansion or improvement during the year 
amounted to $10,183,000. 

Since 1925 (the year in which our first retail store was opened), Sears, Roebuck and Co. has made 
capital expenditures of the sum of $147,105,000, of which $96,953,000 has been applied to the develop¬ 
ment of the retail system. The balance was spent on mail order plants and factories. Substantially all 
expenditures incident to modernizing and relocating stores have been charged against current expense. 

Reserves: 

Sears’ reserves for depreciation have reached 47 per cent of the original value of the assets which are 
being depreciated. During the year other reserves have been increased from $22,065,096 to $27,912,624. 
They are liberally in excess of our actual experience to date. Moreover, they are calculated to provide 
protection against future contingencies. 

During 1939, ‘‘Mortgages Receivable” were reduced $1,541,510 and our investment in “Properties 
held for resale” (under the old contracts of the Modern Homes Department which have been systemati¬ 
cally liquidated for several years), was reduced $246,126. The reserve for “Collections and Losses” is 
considered ample for the expenses and losses incident to the liquidation of these balances. 
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An additional provision of $1,800,000 has been made for Federal Income Taxes on the increased 
outstanding balance of customers' installment accounts. 

To the $1,000,000 invested in United States Government Bonds, held in the “Reserve for Uninsured 
Risks" account, another $500,000 has been added from surplus. The fund is available for possible losses 
of a type which the Company does not cover by specific insurance policies. 

About a year ago, after an experimental period, we carried through a modification of Sears' credit 
policy. The scope of time payments was broadened to include a $10 minimum order for orders taken 
from the catalog or placed in the retail stores. I am pleased to report that this plan has been entirely 
satisfactory. Collections have more than met expectations. 

We have very liberal reserves against possible time payment losses. From the “Reserve for Collec¬ 
tion and Doubtful Accounts" which, based on our experience, is an ample provision for this expense, we 
have transferred a $2,005,345 excess to the “Reserve for Contingencies." This excess will be held against 
unpredictable future lapses or extraordinary expenses in time payment collections. 

^ ^ 

We are continuing our program of financing part of our installment accounts through outside institu¬ 
tions, pioneering to some extent consumer financing by banks. 

The Company’s contribution for the year to “The Savings and Profit Sharing Pension Fund of 
Sears, Roebuck and Co. Employes" was $3,013,435. This was in addition to the taxes paid by the Com¬ 
pany for federal social security and state unemployment compensation taxes which amounted to 
$3,789,753. The Profit Sharing Fund and other employe benefits will be discussed in greater detail later. 

In April, the Board of Directors appointed the independent auditors, R. G. Rankin & Co., on the 
recommendation of a committee of the Board who are not officers of the Company, to make the 1939 
audit. This committee will function in a similar manner for 1940. 

Intangibles: 

This report, thus far, has been concerned with the precise balance sheet tabulations. Yet behind 
the representations of balance sheet mathematics are certain important intangibles which will always 
be vital factors in the success of the Company. 

These intangibles may best be expressed as a series of relationships: 

— between Sears and its customers; 

— between Sears and its employes; 

— between Sears and its stockholders; 

— between Sears and its manufacturing sources; 

— between Sears and the public. 

Beyond doubt, the harmonizing of these relationships determines the real success of Sears, Roebuck 
and Co. 

I propose to examine briefly the state of these five relationships: 

Relationships with Customers, Employes: 

Gross sales for 1939 totaled more than $657,000,000, an alltime record. A large percentage of these 
sales came from customers who had previously bought from Sears and who were familiar with the Com¬ 
pany and the Company’s policies. No further comment is necessary to suggest the quality of the Com¬ 
pany’s relationship with its customers. 

It might be worth while to survey in greater detail this Company's evaluation of its responsibilities 
to its employes: 

The average number of regular employes on the payroll during the year was 57,029 compared with 
50,570 in the previous year. In addition, an average of 15,317 extra retail employes worked part time 
on Saturdays and during special sales events. The total payroll for the fiscal year was $96,088,000, an 
increase of $17,917,000 over that of the previous year. 
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^ Sears’ management has maintained a close check on the trend of wage levels and living costs in the 
various communities where the Company’s retail, mail order and factory units are located. Sears’ wage 
rates are more often above than merely equal to wage rates for comparable jobs in the same community. 

In the course of the past ten years, your Company has happily succeeded in reducing the working 
hours of its employes and increasing their wages despite the lower levels of prevailing merchandise prices 
and comparable declines in living costs since 1929. The average hourly rate of pay for 1939 was an 
estimated 15 per cent higher than the rate paid in 1929; average working hours were 11 per cent shorter 
than they were ten years ago; weekly wages were 2 per cent above those of 1929. 

Since living costs were approximately 17 per cent below the 1929 levels, the real income of employes 
in terms of what their wages would buy, has been improved upwards of 20 per cent during the ten- 
year period. 

The Company is studying means whereby continuous employment may be provided for a maximum 
proportion of the employes insofar as this is possible in a business subject to such fluctuations as those 
which govern the retail trade. 

Sears’ employe policies have been, as you probably know, the subject of frequent comment. You 
are doubdess familiar with their principal features. 

Sears* ^^Social Security**: 

You know that 20 years before social security became a subject of wide interest, social security 
had been established at Sears, Roebuck and Co. as a standard element of employe relations. 

You may know that long before paid vacations and compensation during leaves of absence due to 
illness and accidents were given general consideration, they were commonplace parts of this Company’s 
program of employe benefits. 

Sears, Roebuck and Co. spent in 1939—over and above wages and salaries and in addition to social 
security and unemployment compensation payments—$8,500,000 for voluntary employe benefits 
(profit sharing, vacations, sick leaves, holidays, and so for A); this amounted to 1.3 per cent of the 
Company’s total sales. ^ 

There is “The Savings and Profit Sharing Pension Fund of Sears, Roebuck and Co. Employes” to 
which, as previously mentioned, the Company contributed $3,013,435 in 1939. The Fund received 
during the year $2,578,249 in dividend payments on stock held by the Fund. 

The Profit Sharing Fund is, as you know, solely owned by Sears, Roebuck and Co. employes. It holds 
11 per cent of the Company’s outstanding stock and is the largest single stockholder. 

On January 31,1940, the Profit Sharing Fund had 40,174 members; although membership is strictly 
optional, less than two per cent of all eligible employes have failed to participate in the Fund. 

These 40,174 members had deposited $12,941,945 in the Fund and had to their credit 639,183 shares 
of Sears, Roebuck and Co. stock. Based on a market value of $80 per share, these assets were worth 
$51,134,640. 

During the 24 years of the Fund’s operation, 81,851 employes who had died, retired or otherwise 
left the employ of the Company, or who had made v/ithdrawals (as provided by Profit Sharing regula¬ 
tions), had deposited $13,206,049 in the Fund and had drawn out cash and stock valued (at the time of 
withdrav/al) at $57,388,717 or $44,182,668 more than the total amount of their deposits. 

To sum up, Sears’ employes, past and present, had deposited $26,147,994; the Company had con¬ 
tributed $33,512,828; and the combined assets—both those drawn out and those remaining in the Fund 
(the latter based on a market value of $80 a share for Sears’ stock), amounted to $108,523,357. 

Relationships with Stockholders, Sources: 

It is for the stockholders themselves to decide from a study of this report whether the management 
has satisfied its obligations to them. 

As to our manufacturing sources, Sears, Roebuck and Co. is dealing with about 7,000 concerns. 
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Of this number, about 150 concerns have been selling their product to the Company for 30 years or 
more; 350 between 25 and 30 years; 1100 between 15 and 25 years; 2000 between 10 and 15 years. 

Such relationships surely could not exist over such periods of time except on the basis of mutual 
respect and mutual satisfaction. 

We have continued during the year to extend our merchandise purchases over the widest possible 
geographical area. During the last year of record, we purchased manufactured merchandise from 44 
states and the District of Columbia. The remaining four states are almost entirely agricultural in their 
production and, while no direct purchases of manufactured goods have been made therein, indirect 
purchases of leather, woolen and cotton materials have been substantial. 

Relationship with Public: 

Finally, there is the matter of Sears’ relationship with the public in general, the last of the vital 
intangibles of this Company’s business philosophy. 

Sears, Roebuck and Co. freely recognizes that you cannot have rights without responsibilities, or 
privileges without obligations. It recognizes that the rights and privileges of doing business in any 
community entail self-imposed responsibilities and obligations to that community. 

These responsibilities and obligations extend beyond the letter of the contract; there is no slide-rule 
formula for the determination of their limits. They lie within the definition of good and decent citizenship. 

Your Company has made a sincere effort to perceive and discharge the responsibilities of good 
citizenship in all of the cities and states where its stores are members of the various communities. Our 
executives throughout the country are encouraged to take — and for the most part — do take an active 
part in community affairs. 

Sears’ donations for charitable and creative social activities were increased during 1939. A large 
percentage of this sum went to community chests. Another part was used to send 580 boys to agricultural 
colleges in 25 states; the Company’s scholarship program is being expanded to include eight more states 
during the current year. Other donations were used to provide farm boys and girls in certain rural com¬ 
munities with blooded livestock. We believe that these efforts to provide opportunity for the nation’s 
youth are sound and practical; certainly, their results to date have been encouraging. 

^ In addition, the Company’s expenditures for participation in local chambers of commerce and 
similar civic organization activities were the largest in our history. 

Change in Officers: 

During the year, Mr. J. M. Barker, Vice President, Treasurer, and Comptroller, who has been an 
officer of the Company since 1930, announced his intention to retire. His retirement will become effective 
at the directors’ meeting in April. The functions formerly performed by Mr. Barker have been divided 
between Mr. C. E. Humm who has been with the Company for about 15 years and Mr. R. J. DeMotte 
who has been with the Company for 23 years. Mr. Humm was elected Comptroller and Secretary and 
Mr. DeMotte was elected Treasurer. 

Following last year’s meeting of stockholders, Mr. F. B, McConnell who came with our Company 
in 1916 was elected Vice President in Charge of Retail Administration and Mr, E. P. Brooks who has 
been with the Company for over 10 years was elected Vice President in Charge of Factories. 


The Directors and Officers again express their appreciation for the wholehearted support and co-opera¬ 
tion of our customers, employes, stockholders and manufacturing sources. We welcome your suggestions 
for the continued improvement of the Company. 
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SEARS, ROEBUCK AND CO... CONSOLIDATED INCOME ACCOUNT 


CONSOLIDATED INCOME ACCOUNT 

Excluding Insurance Companies not Consolidated 


February 1, 1939 
to 

January 31. 1940 


February 1, 1938 
to 

January 31, 1939 


February 1, 1937 
to 

January 31, 1938 


Net Sales . 

Deduct:— Cost of Sales, Advertising, Selling, 

Administrative, and General Expense . 

Repairs and Maintenance . 

Depreciation . 

Profits from Operations. 

Other Income: 

Dividends . 

Interest on Investments and Advances. 

Profit on Sale of Investments and Securities.. 

Gross Income . 

Deductions from Income: 

Interest on Notes Payable . 

Special Charges and Reserves . 

Contribution ( to The Savings attd Profit Sharing Pen¬ 
sion Fund of Sears, Roebuck and Co. Enifdoyes) 

Net Income, before provision for Federal Income 

Tax and Surtax. 

Provision for Federal Income Tax and Surtax. 
Net Income including Interest of Minority 

Stockholders .. 

Adjustment for Minority Stockholders' Interest 

Net Consolidated Income. 


$617,414,266 


$556,418,509 

3,420,564 

8,406,736 568,245,809 


1,494,758 

117,053 

49,168,457 

1,611,811 


50,780,268 

167,100 

313,230 


3,013,435 

3,493,765 


47,286.503 

IQ.QQO.QOO 


37,286,503 

21229 

$37,255,274 


$501,676,644 


$461,388,111 

2,721,211 

8.186,432 472,295.754 
29,380,890 

1,039,626 

143,610 

432,272 

L61S,508 

30,996,398 

195,280 

160,080 


1,535,493 

1,890,853 


29,105.545 

5,820,000 


23,285,545 

68,819 

$23.354,364 


$537,242,403 


$483,773,494 

3,793.566 

8.771.396 496.338,456 
40,903,947 

1,492.994 

187,352 

1,680,346 


42,584,293 

312,581 

1,565,810 


2,561,750 

4,440,141 


38.144,152 

7.345.000 


30,799.152 

29,096 

$30.828.248 


Note: The foregoing Consolidated Income Ac¬ 
count does not include Undistributed Net Profit 
or Loss of Unconsolidated Insurance Companies 
as follows: 

Profit—Year ended December 31, 1939..$ 76,693 
Profit—Year ended December 31, 1938.. 217,545 
Loss —Year ended December 31, 1937.. 176,390 


CONSOLIDATED EARNED 


SURPLUS ACCOUNT 


Balance January 31, 1939. 

Add—Net Consolidated Income. 

Deduct: 

Dividends: 

Paid during 1939..... 

Less: Dividends paid March 10, 1939, declared last year 

Appropriated to Reserve for Uninsured Risks. 

Balance January 31, 1940. 


$67,957,486 

37.255.274 

105.212,760 


$23,876,712 
4,191,462 $19,685,250 

500,000 20,185,250 

$85,027,510 

Charles E. Humm, 

Comptroller. 
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SEARS, ROEBUCK AND CO. 

Excluding Insurance Companies 


ASSETS 


Current Assets: 

Cash . 

Marketable Securities (Market Value $7,394ft79) . 

Accounts and Notes Receivable: 

Customers’ Installment Accounts (approximately $5,000,000 maturing 

after one year).^. 

Employes' Accounts Receivable. 

Other Notes and Accounts Receivable......... 

Total.. 

Less: Reserve for Collection and Doubtful Accounts . 

Inventories (Valued at lozver of cost or market): 

Merchandise; raw materials, work in process, and finished stock at factories. 

Total Current Assets. 

Insurance Fund (U* S. Treasury Bonds). 

Mortgages, and Properties Held for Resale: 

Mortgages Receivable . 

Properties held for resale. 

Total . 

Less: Reserve for Collection and Unrealised Losses . 

Investments and Advances; 

Securities of Other Companies. 

Notes, Loans, and Advances to Manufacturers. 

Total. 

Less: Reserve for Possible Losses . 

Balance . 

Insurance Companies (100% owned). 

Equity in Installment Accounts Sold. 

Less: Reserve for Possible Losses . 

Deferred Charges to Future Operations: 

Catalogs in Process and Supplies. 

Insurance, Rents and Other Charges. 

Fixed Assets: 

Land . 

Buildings . 

Furniture, Fixtures and Equipment. 

Total. 

Less: Reserve for Depreciation . 

Equity in Properties; 

Land and Buildings. 

Less: Mortgages . 

Balance . 

Less; Reserve for Depreciation . 

Leasehold and Building Improvements, less Amortization. 

Total Fixed Assets . 

Plates, Drawings, Cuts, and Goodwill—Encyclopaedia Britannica.... 
Goodwill .... 


January 31, 1940 January 31, 1939 

$16,429,658 $25,169,507 

5.283.371 5,282,678 


$77,957,220 

543.472 

7.939,199 


$54,331,743 

560,757 

5,991,721 


86,439,891 

10,891,426 

75,548.465 

60,884,221 

9,700,078 

51,184,143 


112,584,216 


94,857,019 


209,845.750 


176.493,347 


1.500,000 


1.000.000 

2,693.105 

438.607 


4.234,615 

684,733 


3.131,712 


4,919,348 


376,554 

2,755.158 

502,727 

4,416.621 

6,340,355 

3,324,682 


6,256,358 

3,442,259 


9,665,037 

1,737,660 


9,698,617 

1.868.074 


7.927.377 

1,348,347 

9,275,724 

7,830,543 

1.348,347 

9,178,890 

2,538,104 

500,000 

2,038,104 

1,798,162 

500.000 

1,298,162 

5,165,151 

2.259.088 

7.424.239 

4,443,128 

1,252,406 

5,695,534 

86,560,114 

40.475,109 

15,165.227 

83,151.009 

38.113,976 

13,284,163 

127.035.223 

62.665,443 

64,369,780 

121.264,985 

57.670.629 

63,594,356 

19,722,180 

5.468,825 


19,310,597 

5.672,775 


14.253,355 

4.036,973 

10.216.382 

13,637,822 

3,661.101 

9,976.721 


893,303 


929,236 

(90,644,692) 

203.737 

1 

(87,784,476) 

217.520 

1 


$323,687,405 


$286,084,551 
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CONSOLIDATED BALANCE SHEET 

Shown as Investments 


LIABILITIES AND CAPITAL 


Current Liabilities: 

Notes Payable . 

Accounts Payable .. 

Dividends Payable . 

Due Customers—Refunds and Unfilled Orders. 

Federal Income and Other Accrued Taxes. 

Other Accruals . 

Total Current Liabilities. 

Mortgage and Serial Notes of Subsidiaries, 

Payable March 2, 1941 to March 2, 1946... 

Reserves for: 

Additional Assessments—prior years* taxes. 

Federal Income Tax on future collections of Installment Sales. 

Mortgage Loans . 

Collection of Installment Accounts Sold. 

Uninsured Risks . 

Contingencies ... 

Other Purposes ... 

Minority Stockholders’ Interest in Subsidiary Companies. 

Capital Stock—^Without Par Value: 

Authorized .... 

Issued . 

Less: 

Treasury Stock . 

Stock held by Trustee for sale under Employes* Stock Purchase Plans 

Issued and Outstanding. 


January 31, 1940 

$6,200,000 

15,016,214 

3,^,015 
13,940,264 
6,485,596 

$45,584,089 


384,400 

577,662 

3,300,000 

368,000 

2,734,804 

1,500,000 

3,230,221 

2,696,297 14,406,984 

765,895 

Shares 

6 , 000,000 

5,794,234 

9,812 

140.921 

5,643,501 177,518,527 


January 31, 1939 


$10,328,371 
4,191,462 - 
3,112,698 
10,686,439 
3,801,294 

$32,120,264 

814.500 

1.547.480 

1,500,000 

368,000 

2,060,755 

1 , 000,000 

1,088,221 

1,929,761 9,494,217 

734,666 

Shares 

6 , 000,000 

5,794,234 

9,812 

196,392 

5,588,030 174,963,418 


Earned Surplus—Annexed Exhibit 


85.027.510 67,957,486 

$323.687,405 $286,084.551 


Charles E. Humm, 

Comptroller. 


To the Stockholders and Board of Directors of 
Sears, Roebuck and Co.: 

We have made an examination of the Consolidated Balance Sheet of Sears, Roebuck and Co., and subsidiary companies 
as at January 31, 1940, and of the Consolidated Income and Surplus Accounts for the year ended on that date. In that con¬ 
nection, we have accepted and included, after review, the Company’s own financial statements of stores and factories, many 
of which were examined by us during the year under a program of periodic audits. 

We have tested the count, prices, and computations of the inventories at all mail order houses, which inventories comprise 
approximately 40% of the total inventory value. We have also made similar tests at 25% of the retail “A” stores and at 50% 
of the warehouses. We have accepted the remaining inventories at retail stores and factories, many of which v/ere examined by 
us during the year, after applying gross profit tests to establish the reasonable accuracy of the inventories at those units. 
Adequate provision has been made for slow-moving and obsolete stock. The inventory values, in our opinion, are substantially 
correct as stated. 

We have examined or tested accounting records of the Companies and other supporting evidence, and have also made a general 
review of the accounting methods and the operating accounts for the period, but we have not made a detailed audit of all trans¬ 
actions, The Companies’ accounts have been maintained in accordance with accepted accounting principles on a basis con¬ 
sistent with the preceding year. 

In our opinion, the accompanying Consolidated Balance Sheet and the related Consolidated Income and Surplus Accounts 
fairly present the financial condition of the Company and its subsidiaries as at January 31, 1940, and the results of operations 
for the fiscal year ended on that date. 

Chicago, Illinois, March 15, 1940 R. G. RANKIN & CO., Certified Public Accountants. 
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ALLSTATE INSURANCE COMPANY... 

ALLSTATE FIRE INSURANCE COMPANY combined statement of ASSETS AND LIABILITIES 


ASSETS 


Cash . 

Marketable Securities . 

Premiums in Course of Collection 

Mortgage Loans . 

Other Assets . 


L I A B i L 

Losses in Process of Adjustment. 

Reserve for Taxes. 

Reserve for Unearned Premiums. 

Reserve for Contingencies. 

Other Reserves . 

Capital Stock . 

Surplus . 

Total. 


December 31.1939 

December 31,1938 

$ 273.597 

$ 319,331 

3.715,527 

3,420,743 

538,553 

441,022 

886,936 

471,505 

38,775 

28,282 

$5,453,388 

$4,680,883 


TIES 


$1,428,444 

$1,225,257 

204,151 

135,754 

1,725,029 

1,417,449 

430,000 

335,000 

157,472 

135,824 

350,000 

350,000 

1,158,292 

1,081,599 

$5,453,388 

$4,680,883 


Eligible bonds amortized, other bonds and all stocks stated at market value. 


OFFICERS 

ROBERT E. WOOD • Chairman of Board CALVIN FENTRESS, JR. • Vice-President and Treasurer 

GILBERT ALEXANDER • President W. N. LOWE • Vice-President and Secretary 

PAUL B. KELLY • Vice-President and Comptroller V. C. GORTON • Vice-President and General Counsel 
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